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KEY ECONOMIC INDICATORS 


Values in millions of Exchange rate on July l, 
Surinam guilders and 1974 was Sf1.00 = US$0.56 
quantities in thousands 

of metric tons unless 

otherwise specified. 


Income, Employment 


GNP at Current Prices 

GNP at Constant (1970) Prices 
Per Capita GNP at Current Prices 
Per Capita GNP at Constant 
(1970) Prices 

GDP at Current Prices 

Employment (Thousands) 
Unemployment (Thousands) 

Average Unemployment Rate (%) 


Money and Prices 


Money Supply 98.3 
Total Public Debt 174.4 
External Public Debt 156.9 
Central Bank Interest Rate (Z) 5-55 
Commercial Interest Rates (Z) 
Prime 6 
Average 8 


* About 100,000 





KEY ECONOMIC INDICATORS (Continued) 


Retail Price Indices: 
April 1968 - March 1969 = 100 1971 1972 1973 


Total (as of the end of December) 104.8 109.6 122.0 
Food and Drink 103.5 111.4 133.4 
Housing and Furniture 104.1 108.1 118.4 
Clothing and Shoes 97.9 97.9 116.3 
Other 110.4 113.1 126.4 


1974 Retail Price 
Indices Jan. Feb. Mar. Apr. May Jun, 


Total 137.3 139.5 139.7 138.6 140.3 137.5 
Food and Drink 153.5 155.2 155.3 151.9 153.1 189.0 
Housing & Furniture 129.6 134.7 134.9 135.9 136.9 131.3 
Clothing and shoes 113.5 113.5 113.8 113.8 119.4 119.4 
Other 129.2 130.5 130.7 130.9 132.6 133.0 


Balance of Payments and Trade 


Gold and Foreign Exchange Reserves 
Balance of Payments 

Current Account 

Capital Account 

Balance of Trade 

Total Exports (FOB) 

Exports to US (FOB) 

US Share (2%) 


Principal Exports to U. S. 
(Thousands of U. S. dollars) 


Bauxite 32,963 31,979 32,634 
Aluminum hydroxide and oxide 26,851 32,916 22,008 
Shrimp 2,656 2,364 2,813 





KEY ECONOMIC INDICATORS (Continued) 


Total Imports (CIF) 
Imports from US (CIF) 
US Share (Z) 


Principal Imports from U. S. 
(1973) - (Thousands of U. S. dollars) 


Wheat (2,032), corn (1,333), animal feeds (1,981), lignite, and 
Coal and lignite briquets (2,104), caustic soda (3,273), alumi- 
num compounds (2,087), internal combustion engines and parts 
(1,080), construction and mining machinery and parts (1,636), 
mechanical handling machinery and equipment, and parts (1,189), 
tractor parts and accessories (1,415), ships and boats (2,395). 


Sources; 


Central Bank 

Ministry of Economic Affairs 
Ministry of Labor and Public Housing 
Planning Bureau 

Producing Companies 

Statistics Bureau 


SUMMARY 


Surinam is in a transitional period, moving from Dutch 
associated statehood to full independence and from a free 
enterprise economy, dependent on big foreign mining companies, 
to a mixed economy in which joint ventures between Government 
and private investors is likely to be the norm. The country 
is scheduled to become independent by the end of 1975. The 
transition has raised serious questions about future economic 
progress, and caused investors to reassess Surinam's 
immediate investment potential. Over the longer term, 
however, Surinam's bauxite and other mineral and agricultural 
wealth shculd provide the basis for stronger economic growth 
and make this country an increasingly desirable economic 
partner for the U.S. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Bauxite Exports 


The bauxite industry has traditionally set the pace of 
Surinam's economy. According to the International Bank for 
Reconstruction and Development, the two producing companies, 
Suriname Aluminum Compan Suralco), a wholly-owned Alcoa 
subsidiary, and Billiton Maatschappij Suriname N.V., a joint 
venture of the Government of Surinam and the Dutch Shell 
group, accounted for at least 30 percent of Government 
revenue, 91 percent of exports (by value) and 31 percent 

of Gross Domestic Product in 1970, Other estimates put the 
companies’ contribution even higher. 


Exports of bauxite, alumina and aluminum have been on a high 
plateau for several years. They have been sufficient to 
keep the economy ticking over and to shield it from serious 
maladjustments in other sectors. But the stagnation of 


bauxite exports means that Surinam, which imports much of 
the goods and services it consumes, has experienced a 


steady erosion in its balance of trade and poor economic 
performance generally. 


New investment, in this case largely foreign investment, 

is essential for the future growth of the industry. In the 
last eighteen months, Suralco has invested about $20 million 
in a slurry system and docking facilities at Paranam and 

a crushing plant at Moengo. Also in the pipeline are 
electrostatic precipitators to reduce air pollution at 
Paranam and a $12 million thermal power plant which, when 
completed, will permit the Paranam aluminum smelter to be 
used at full capacity for the first time. 





Billiton and Alcan Aluminum Limited of Canada entered into 

a joint venture agreement with the Government on July 13, 
1974, calling for the construction of a 150,000 ton bauxite 
calcination plant at Smalkalden, Investment in the plant 
could reach $15 million. The agreement gives the Government 
an option on one-third of the shares of the venture, to be 
known as Alcan-Billiton Suriname N.V. 


For a variety of reasons, other plans to expand Surinam's 
bauxite industry have been indefinitely postponed or dropped. 
Suralco's plan to process French Guiana bauxite at Paranam was 
dropped because bauxite reserves in the neighboring French 
overseas territory did not justify the investment in new 
plant, according to the company. 


As of mid-1974, there has been no apparent progress in 
implementing a 1971 joint venture agreement between the 
Reynolds Metals Company and the Government calling for the 
establishment of a major aluminum processing complex in 
western Surinam. Under the agreement, Reynolds undertook 

to exploit bauxite reserves and to build alumina and aluminum 


plants, while the Government agreed to put up a hydro- 
electric power plant and port, rail and other support 
facilities, assuming that sufficient bauxite reserves could 
be identified. According to the local press, there is 

a difference of opinion about the amount of the reserves. 


Surinam took an active part in the formation of the new 
International Bauxite Association (IBA) and continues to 
follow developments in the rapidly changing industry with 
the greatest interest. 





Other Foreign Trade 


Exports of rice, shrimp, timber, bananas and other tropical 
products are below the productive potential of the country. 


With the exception of rice-growing, "plantation" agriculture 
is the weakest sector of the Surinam economy. Several large 
sugar, banana and coconut plantations have been idled period- 
ically by strikes or labor shortages. They are also badly 

in need of an infusion of capital to replace antiquated 
equipment. Generally speaking, plantation agriculture has 
suffered from short-sighted and unimaginative absentee 
ownership. As a result, Surinam must import sugar and 
vegetable oils to meet domestic demand, 


Surinam's largest sugar plantation was bought out by the 
Government on May 16, 1974 in an attempt to revive product- 
ion. If everything goes well, it will take nine months to 

a year to reach optimum production of 15,000 tons of refined 
sugar per year. A second sugar plantation, even more run 
down, is expected to be purchased soon, 


Foreign Aid 


Next to bauxite, foreign aid is the mainstay of the country's 
economy. Surinam's balance of payments has been character- 
ized by a persistent deficit on current account -- not 
surprising when, as the Central Bank estimates, 43.2 percent 
of the goods consumed by the average Surinam family are 
imported -- offset by a surplus on capital account deriving 
from development aid. The main aid donors are the 
Netherlands (which contributed $70.7 million for airports, 
roads, schools, polders and public buildings over the last 

4 years), the European Development Fund ($50.6 million over 
5 years) and the United Nations Special Fund ($5 million 
over 5 years). 


Perhaps the most sensitive issue connected with Surinam's 
decision to secede from the Kingdom of the Netherlands by 
the end of 1975 is the amount and form of Dutch aid after 
independence, Without the cushion of Dutch aid, it is 
recognized that the financial position of the Government, 
as well as the entire development program, would rapidly 
run down, Fortunately, consultations between Surinam and 





Dutch Government leaders in May 1974 ended with Dutch 
acknowledgement of a "special responsibility" for Surinam 
after independence, 


Financial Problems 


Inflation accelerated to an annual rate of over 20 percent 
in 1973, spearheaded by food prices. It continued its 
dangerous rise into the month of January, before price 
rollbacks imposed by the Government began to take effect. 


But the rate of inflation shows no sign of dropping below 

10 percent, and could accelerate again in the months ahead, 
Relying as heavily as it does on foreign goods and services, 
Surinam will continue to import world inflation. And the 
imminent announcement of a 20 percent salary increase for 
thousands of Government employees, motivated in part by 
political considerations and in part by the need to narrow 
the gap between public and private sector salary scales, 
will require additional deficit financing, unless other 
sources of domestic revenue can be found soon, 


The Government budgeted for a deficit of $19 million in 

1973 and $25.8 million in 1974*, before the latest round 

of wage demands, Additional revenue from the bauxite 
companies will help the Government to meet these new demands, 
but it will not eliminate the expected deficit. The 
Government's dilemma is that most revenue sources are 

fairly inelastic, while social and administrative overhead 

is mounting. Officials describe the Government deficit as 
“permanent and augmenting." 


Repayments and interest on the public debt already bear 

heavily on the budget; in 1974 alone, loans contracted to 
finance budget deficits have added $13.5 million to the 
repayment load. The Government is in process of converting 

as many short-term loans as possible into long-term liabilities. 


Labor 


One of the most remarkable phenomena in Surinam over the last 
five years has been the rise of the organized labor movement. 
Today, the militant and politically conscious movement is a 
major factor in the economy. There are four labor federations: 


the Centrale Landsdienaren Organisatie, De Moederbond, 


* Calendar and fiscal years run concurrently. 





Centrale 47, and the Progressieve Werknemers Organisatie. 
Strike action traumatized the economy in 1973 and, spurred 

by continuing inflation, is not far from the surface this 
year. Almost daily, new industrial disputes are submitted 

for conciliation. Made wary by the events of last year, 

most employers, including the Government, appear disposed 

to enter into generous three-year collective labor agreements. 


The labor picture is complicated in other ways, too. Heavy 
migration from Surinam to the Netherlands, where job 
opportunities and welfare benefits are better, is stripping 
the country of much of its skilled and semi-skilled labor 
force and of professional people. Suralco lost from 5 - 10 
percent of its skilled workers, all trained at company 
expense, through migration in 1973. It is estimated that 
about 80,000 Surinamers, out of a total population of under 
half a million, already reside in the Netherlands. Migration 
has been running at a rate of 8,000 per year, according to 
the Planning Bureau, and is accelerating. 


Still, the unemployment rate is well over 10 percent. 


Government Economic Policy 


One of the Government's main electoral pledges, during the 
campaign late last year, was that it would secure a greater 
voice in the management of the country's natural resources. 
The Government's intentions are not entirely clear even 

now, but recent joint venture agreements with Alcan/Billiton 
(for the construction of a bauxite calcination plant) and 
Placer Development Ltd. of Canada (gold mining) will 
probably be models for future foreign investment in the 
extractive industries. Broadly speaking, the companies will 
bring capital and know-how to the ventures, and the 
Government will bring Crown lands, concessionary rights, 

tax write-offs and other investment inducements. 


In addition to the option it already holds on 25 percent 
of Billiton shares, the Government may also seek to 
augment its direct participation in the bauxite producing 
companies. It has announced that it intends to take over 
complete control of Energie Bedrijven Suriname, in which 
it now holds 60 percent of the shares, and other public 
utilities. 


The Arron Government has publicly rejected a policy of 
expropriation and affirmed its reliance on the private 
sector, specifically including foreign investment, to 
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accomplish its development objectives. In spite of these 
assurances, however, the overall investment climate in 
Surinam has deteriorated. Some potential investors are 
withholding decisions, pending an improvement in the labor 
situation, reduced inflation and a further clarification 
of Government economic policy. There have been some signs 
of a flight of capital. 


In the wholesale/retail trades, the Government has been 
highly interventionist. It has awarded a trading monopoly 
on a long list of food products to Centraal Importbedrijf 
Suriname (CIS), the state trading company, and announced 
quota restrictions or outright bans on many imported items 
considered to be nonessential or in competition with the 
local products. The Government has stepped in to force 
price rollbacks on both domestic (electric power, bread, 
carbonated soft drinks) and imported (lubricating oil) 

items and has required rice growers to sell two-thirds of 
their crop at pegged prices in the domestic market. Govern- 
ment intervention apparently was responsible for slowing the 
rise in retail food prices. By the same token, it could 

not prevent and may even have aggravated shortages in the 
supply of certain staple foods. 


IMPLICATIONS FOR UNITED STATES 


There is likely to be little real economic growth in Surinam 
in the year ahead. Potential foreign investors will be 

wary of putting new money into Surinam and economic managers, 
both in and out of the Government, will be preoccupied with 
the financial and political problems arising out of the 
transition to independence and a mixed economy. 


Nevertheless, the level of imports should remain high and 
American suppliers should continue to find ready markets 

for earth-moving equipment, tractors, commercial vehicles, 
fishing boats, pleasure boats, marine engines, mining 
machinery, food processing equipment, textiles and ready- 
made clothing, household electrical appliances, builder's 
and home hardware, toys, pharmaceuticals, industrial 
chemicals, fertilizers, agricultural commodities and other 
goods. They can expect to fill about one-third of Surinam's 
import requirements. 


The availability of after-sale servicing and spare parts 
can be the decisive factor in deciding between comparable 
equipment from, say, the Netherlands, the Federal Republic 
of Germany, Japan or the United States. It helps to 
explain the great success of German and Japanese automakers 





in Surinam, when most American makes have all but disappeared 
from the streets. Manufacturers in the Federal Republic 

and Japan make a practice of encouraging their local 
distributors to stock as complete a range of spare parts 

as possible and, in some cases, maintain regional spare 

parts depots within short flying time of Surinam in order 

to fill orders quickly. 


However, the competitive position of third countries is 
weakening, relative to the United States, because their 
price quotations are beginning to reflect higher rates of 
inflation and rising freight rates. In the first half of 
1974 alone, freight rates from Japan to Surinam increased 
by 17 percent. For many manufactured goods, the competitive 
price advantage is now on the American side. Moreover, 
there are indications that the new agreement of association 
between Surinam and the European Economic Community, 
scheduled to be signed sometime next year, will drop the 
present requirement for reverse preferences. That would 
eliminate a dual tariff system which discriminates against 
American goods, 


It will be to the advantage of American food suppliers to 
familiarize themselves with the officers and operations of 
CIS. As more and more imported food products come within 


the purview of CIS, suppliers will have to switch from 
their traditional trading partners in the private sector 

or lose the market. A list of the items currently reserved 
for CIS is available at the Departments of State and 
Commerce. The Director of CIS is Mr. H. W. Mohamed Radja, 
Waterkant 15, Paramaribo. He will be glad to receive price 
lists and promotional literature. 
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